
DykEMA 

July 1, 2014 

Ms. Marlene Dortch 
Federal Communications Commission 
445 12th Street SW 
Washington, D.C. 20554 

Dykema Gossett PLLC 
4000 Wells Fargo Center 
90 South Seventh Street 
Minneapolis, MN 55402 

WWW.DYKEMA.COM 

Tel: (612) 486-1900 

Shannon M. Heim 
Direct Dial: (612) 486-1586 
Direct Fax: (855) 223-7059 
Email: SHeim@dykema.com 

Via Hand Delivery 

Re: FCC Form 481 - High-Cost Support Information and Low-Income Support Information 
Pursuant to 47 C.F.R. §§ 54.313(a)-(g) and 54.422(a) 

Dear Secretary Dortch: 

Pursuant to 47 C.F.R. §§ 54.313(a)-(g) and 54.422(a) of the Federal Communication 
Commission's regulations, please find enclosed the FCC Form 481 for Nushagak Electric and 
Telephone Cooperative, Inc. This form was also filed at the Regulatory Commission of Alaska 
(RCA) and USAC. 

Nushagak Electric and Telephone Cooperative, Inc. seeks confidential treatment for its financial 
information pursuant to the Protective Order, Connect America Fund, et al., WC Docket No. 10-
90 et al., (Nov. 16, 2012). A redacted version is also being filed this date via the FCC's 
Electronic Comment Filing System. In addition, attached is a letter requesting confidential 
treatment under 47 C.F.R. §§ 0.457 and 0.459 of the initial § 54.202(a) Five-Year Service 
Quality Improvement Plan. 

Please do not hesitate to contact me if you have any questions or I may be of any assistance. 

Sincerely, 

DY KEM A GOSSETTPLLC 

-~ 
Shannon M. Heim 
4000 Wells Fargo Center 
90 South Seventh Street 
Minneapolis, MN 55402 
Phone (612) 486-1586 
Fax: (855) 223-7059 
Email: sheim@dykema.com 

SMHE/ebl 

REDACTED - FOR PUBLIC INSPECTION 
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Dykema Gossett PLLC 
4000 Wells Fargo Center 
90 South Seventh Street 
Minneapolis, MN 55402 

WWW.DYKEMA.COM 

Tel: (612) 486-1900 

Shannon M. Heim 
Direct Dial: (612) 486-1586 
Direct Fax: (855) 223-7059 
Email: SHefm@dykema.com 

Via Hand De/Ivery 

Re: FCC Form 481 - High-Cost Support Information and Low-Income Support Information 
Pursuant to 4 7 C.F.R. §§ 54.313(a)-(g) and 54.422(a) 

Dear Ms. Dortch: 

Pursuant to the Protective Order in Connect America Fund, et al., WC Docket No. 10-90 
et al. (Nov. 16, 2012) and 47 C.F.R. §§ 0.457 and 0.459, Nushagak Electric and Telephone 
Cooperative, Inc., by its attorneys, hereby requests that certain materials and information be 
withheld from public inspection. Specifically, Nushagak Electric and Telephone Cooperative, 
Inc. request confidential treatment of the Five-Year Service Quality Improvement Plan (the 
"Plan") attached to its Form 481 filing. 

Jn support of its request for confidential treatment and pursuant to the requirements under 
47 C.F.R. § 0.459(b), Nushagak Electric and Telephone Cooperative, Inc. states the following: 

1. Identification of the specific information for which confidential treatment is sought. 

Nushagak Electric and Telephone Cooperative, Inc. seeks confidential treatment of the 
Plan attached to the Form 481 filing accompanying this letter. The Plan contains sensitive 
financial information about Nushagak Electric and Telephone Cooperative, Inc. as well as 
information about Nushagak Electric and Telephone Cooperative, Inc. 's projected network 
improvements and upgrades for voice and broadband services during the period from 2015 
through 2019. 

2. Identification of the Commission proceeding in which the information was submitted or 
description of the circumstances giving rise to the submission. 

The documents are being submitted as part of the annual Eligible Telecommunications 
Carrier ("ETC") Report (Form 481) mandated by 47 C.F.R. § 54.313. 

California I Illino is I Mi chiga n I Min nesota I Texas I Was hington, D .C. 



DykEMA 
Ms. Marlene Dortch, Secretary 
July 1, 2014 
Page2 

3. Explanation of the degree to which the information is commercial or financial, or 
contains a trade secret or is privileged. 

The data described is highly confidential and sensitive commercial and financial 
information which constitutes trade secrets or sensitive commercial and financial information 
that would "customarily be guarded from competitors"1 and is therefore exempted from 
mandatory disclosure under FOIA Exemption 4 and 47 C.F.R. § 0.457(d).2 

4. Explanation of the degree to which the information concerns a service that is subject to 
competition. 

The Plan relates to voice and broadband services provided by Nushagak Electric and 
Telephone Cooperative, Inc. that are subject to competition from competitive local exchange 
carriers, cable television system operators, electric power utilities, fixed and mobile wireless 
service providers, and/or satellite carriers. 

Specifically, the Plan sets forth in detail the services provided by Nushagak Electric and 
Telephone Cooperative, Inc. over its existing network including location of customers, as well as 
planned network improvement and maintenance for 2015 through 2019, including project dates, 
populations impacted by the improvements and upgrades, and projected capital costs associated 
with maintaining the network. This information is competitively sensitive information related to 
the company's existing network and planned upgrades and maintenance, and would benefit 
Nushagak Electric and Telephone Cooperative, Inc. 's competitors if they were able to have 
access to this information. 

5. Explanation of how disclosure of the information could result in substantial competitive 
harm. 

Disclosure of the Plan is likely to result in substantial competitive harm to Nushagak 
Electric and Telephone Cooperative, Inc. because the Plan could provide competitors with 
commercially sensitive insights related to Nushagak Electric and Telephone Cooperative, Inc. 's 
operations, service offerings, and costs. 

6. Identification of any measures taken by the submitting party to prevent unauthorized 
disclosure. 

Nushagak Electric and Telephone Cooperative, Inc. does not make the Plan or any of the 
information contained therein publically available in any way. The Plan is only made available to 

L 47 C.F.R. § 0.457(d)(2). 
2 5 u.s.c. § 522(b)(4). 
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key employees with a direct need-to-know basis. This production has been completed by outside 
counsel. 

7. Identification of whether the information is available to the public and the extent of any 
previous disclosure of the information to third parties. 

Nushagak Electric and Telephone Cooperative, Inc. does not make the Plan available to 
the public and it has not previously allowed disclosure of the Plan to third parties that are not 
otherwise bound by confidentiality obligations. 

8. Justification of the period during which the submitting party asserts that the material 
should not be available for public disclosure. 

The Plan should be treated as confidential for an indefinite period, as Nushagak Electric 
and Telephone Cooperative, Inc. will always be subject to competition and the competitive 
harms associated with the disclosure of the Plan. 

9. Any other information that the party seeking confidential treatment believes may be 
useful in assessing whether its request for confidentiality should be granted. 

None. 

In order to provide adequate protection from public disclosure, Nushagak Electric and 
Telephone Cooperative, Inc. requests that the Commission strictly limit distribution of the Plan 
within the Commission on a "need to know" basis and not allow any distribution outside of the 
Commission. In the event that any person or entity outside of the Commission requests 
disclosure of the Plan, Nushagak Electric and Telephone Cooperative, Inc. requests that it be so 
notified immediately so that it can oppose such request or take other action to safeguard its 
interests as it deems necessary and appropriate. 

Please do not hesitate to contact me if you have any questions or I may be of any 
assistance. 

Sincerely, 

DYKEMA GOSSETT PLLC 

ltd.ff!/~ 
SMHE/ebl 
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Certification of Ottlccr as tD tha Accuracy of tho Data Reported for the Annual Reporting for CAF or ll Ruclplunts 
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Sil!n1lur4! o• Authorized Ofrieer; C'ERf'lVU\D OHi.ltd Data 0'12612014 
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ntL! or rxu.iUon of Authorized Orltcer: CKO/GM 

Tolonhnno numbuof ~uthoriz4d Orllcer: 90.lt42S~SI O>tt. 
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Persons willfully maklni faht s:taltmc11U Of'l lhls fornl c•n be pun.ishcd by tl110 or forfclttwo un<h:r the Communiudons/\ct fJf 19)4, 4? U.S,C. H S02, .SOJlbi Of floe°' lmprl5onmrot 
unde<Tltle 18ol1ti. United St1111 Cod•, l8U.S.C. t 1001. 
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NUSHAGAK ELECTRIC AND TELEPHONE COOPERATIVE INC. 
(NETC) 

FIVE YEAR SERVICE QUALITY IMPROVEMENT PLAN 

PREAMBLE 

This 5 year improvement plan is a section of the Company's 2014 Annual Report. It is in 
compliance with§ 54.313(n)(J) adopted in the FCC's USF/ICC Transformation Order (I 1-
16 I). This document also incorporates further clarifications identified in subsequent 
Reconsic.lenllion Orders, as appllcoblc, in effect prior to the filing of the /\1111ual Reporl. 

Nushogak Electric and Telephone Cooperative Inc. (NETC) has careli1lly developed its 
improvement' plan, conccnlrating on the delivery and continuation of a robust network which 
provides, at a minimum, the federnlly required voice nnd broadband connectivity as 
slipulnted by regulatory rule. In certain situations (and ns noted herein), the plan m11y also 
incorpornte specific state requirements. 

NETC advises that this imprnvcment plnn has been cnrcli1lly craflcd, matching measured 
network deployment, impmvement and quality service levels with known linanci11I 
implications of the Tl'nnsformation Order upon the company's support cash-flows. The 
uncertainty of such cash flows being received in the outer-years as a result of current and 
potential regulatory action on runil rate-of-return carriers hos resulted in the Company taking 
a ba lanccd yet reul is tic approach. 

The environment in which the Company operates remains dynamic, not static. As a result, 
NETC reserves the opportunity to modify its plan in response to further regulatory decisions 
as they are adopted, and their implication upon the Company's finimcial viability in 
providing the required services and service level quality becomes known. 

NETC will re-evaluate this plan on an annual basis. Action, however, may also be taken 
11bruplly 011 the presented plun for both current and outer years in the event of cVl)lving 
regulatory conditions and/or changes in technology (vendor)-driven support All 
adjustments to the improvement pion in this document will be reflected and explained in 
subsequent annual reports. 

OVERVIEW 

NCTC, os 1111 Eligible Teleco111111unicntions Cimier (ETC) provides Un iversal Service supported 
services to 11p1>rnximately 1692 customers in three excl111nges covering approximately 6,336 
square miles. 

Consistent with Commission req11irements, t·his Service Quali!y Improvement Plan addresses only 
NETC's reg11lnled eligible tclecomnnmic11lions cau·ier operations.' A detailed description of 

'Per 47 C.F.lt § .5'1.314, federal USF supp<lrl, "will be used only for the provision, mnintcnnncc, 11nd 
upgrading or rucihties nnd se1 vices for which the ~upport is intended.'' If investments or expenses ore for 
service iwcn~ lnrgcr than rhc supported service nrc~s. then allocalion~ of the expenditure.~ are required. 

t:\11scrs\111iclrncl\docu1111!>1ls\5-yc:u plnn\11c1c /.01'1 11~1 rn11w fo1 ~ year plan rev· I (ks- I) finc1 l( I ).clocx 
J>n~;c I or 8 
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NETC's plans f'or the provision of the supported services in lhe five-year period starling with 
.lanmiry 2015 is provided herein. 

IMPROVEMENT PLANS BY YEAR (2015-2019 inclusive) 

NETC is a member/owned cooperative providing lelcco111111uniCl1tion.s services as a local 
exchange carrier. NETC serves the communities of Dillingham, MC\nokotak, Clarks Point, Ekllk 
and Portage Creek in Soutiiwest Alaska. The communities Are located near Nushngak Bay al t11c 
confluence of the Wood ond Nushagak Rivers, an inlet of Bristol Bay, an arm of the Bering Sea 
in the North Pacific. With 3 exchanges, it serves 11 current population of approximately 2,836, 
over a geographic nrcn of approximately 6,336 squnre miles. In general, the service territory is ll 
mixture of' rolling tidal lands smrounded by mountains. Located approximately 350 air miles 
Southwest of Anchornge Aloslrn. The service territory between Dillingham and South Alck1rngik 
is inrcr-connecrcd by n secondary state highw<iy. North Aleknagik is accessible via boat and 
small <Jircraft in summer or snow machine in the winter. Access to the surrounding villages of 
Clarks Point, Manokornk, Elrnk and Portage Creek lire 11ccessible via aircraft Md seasonally vin 
snow mm:hine and/or boat. All goods and services must be either transported to the service nrC<t 
by aircraft or scasonnlly by ocean barge. 

c:l11se1'$\n1ichad'llk1cumcn1s\1·y~•"' Jllnalnctc 2014 n<11mli1'e ror 5 year plan rev-I (ks· I) final( I ).docx 
l'~t,>c 2 of S 
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POPULATION INCOME 
per 

1>opulation II of households Median capita % below poverty li ne 

Dil lingham 2466 51,458 21,537 

Aleknagik 219 22,570 10,973 

Manakotak 442 26,875 9,294 

Clarks pt. 62 28,125 10,988 

Portage creek 2 N/A N//\ 

Ekuk 1 N/A N/A 
3192 

NIA Information not available 

c:\11sm\111iclwcl\doet11ncius\1-yc11111la11\11c1c2014 1M11 ;11i"c lilt ~ year plnu rev- I (ks- I) fi11nl( I ).docx 
1•:1~c 3 or 8 
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11.70% 
40.80% 

35.30% 

45.70% 

N/A 
N/A 



SUMMARY DISCUSSION OF PLANS BY YEAR BY EXCHANGl~ 

2015 

Dillingham 

c:\11scrs\Jnklmd\<ll'>cumcntsl5-yc11r J>l~n\11e1c 201,t 11ao1·a1ivo lor 5 year plan rev-I (ks- I) final( 1 ).docx 
1':1ge ~of R 
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Mitnokotnk 

Elcul</Chirks Point 

2016 

Dillinghmn 

c.\115~rs\111i~hncl\do~111nc111s\.~·ycn1 plm1\nc1c 201~ m1rn11ivc rlir:; year plnn rcv-1 (k$· I) fitwl( I ).docx 
Pncc s 01'8 
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M11nolcotal< 

Eknlc/Clarks Poi11( 

2017 

])illinghmn 

Mf!nolcolak 

c:'\1.1~1s\n1icl1Ml\tlcicumcn1~\)-)-<:nr 1>lan\11e1c 2CJI 4 1~1rr111hoe fo1 5 ycnr p Ian rev- I (ks- I) final( I ).docx 
P~c c.ors 
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Ji:lmlc/Clnl'k.~ Point 

2018 

Dillingham 

M11nokotnk 

l?.lrnluClarks Poi11t 

2019 

Dillingham 

Manokotak 

Clnrks Poiul 

c;\11~e1s\micimcl\do.:11111~111~\S-yc~r planlnctc 20M nam11ivc rot s year pllm rev-1 (ks- I) linnl( I ).docx 
P~ge "I ors 
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Consumer Protection 
Nushagak Electric & Telephone Cooperative, Inc. complies with the requirements of 47 
CFR Part 64 Subpart U, Customer Proprietary Network Information and the Federal 
Trade Commission Red Flag ru les to prevent identity theft. A manual for each of d1ose 
programs is in place and is part of the employees' handbook. Employee training is 
conducted annually and new hires are instructed on the programs as required by their job 
functions. 

Service Quality Standards 
Nusbagak Electl"ic & Telephone Cooperative, Inc. complies with t11e service standards 
of the Regulatory Commission of Alaska as promulgated in tile RCA Statutes 3 AAC 
53.450(a) and (c) Eligible Telecommunications Carrier Designation Consumer protection 
and service quality. 
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Nnshagnlc Electric & Telctlhonc Cooperat.ivc, lnc. 
2014 Annual 54.313 Report of High~Cost Recipient 

54.313(a)(6) Ability to Remain Funct ional in Emergency Situations 

Back-up Power 
Tclco Nmnc has the following back-up power capabilities: 

Switches - stand alone and/or host 

I. Dillingham urea - Metaswi1ch. Gel Cell bM(ory buckup, 2,090 Ah. Hstimi 
run tim.e of 12 hours 

2. Clarks point area~·- Redcorn Swil'ch. SeaJcd Lead ncid buHery~ 600 Ah wi 
Solar panels. Est'im~1 t:ed run time of24 hortrs. 

3. Manokotak nrca ... Rcdcom Swit'C11. Located in AT&T earth station focilit 
Leud acid battery .. Hsti111al'ed run time 8 hours 

Subscriber cal'l'icr (DLC, AFC, OPM, etc.) 
l. Dillinghrnn area Knna11anak. Sealed LeiKI ni;id battery. 600 Ah. :lO hour 

estimated rnn time. 
2. Dillingham nrea Lupin Dr. Seuled Lead ncid b~11\ery, 600 Ah. 30 hour estirnntcd 

run lime. 
3. Dillingham urea, Wa~l<y Rd. Sealed Le11d acid batlery, 600 Ah. JO hour eslinwtcd 

l'un lime. 
4. Dillingham area, 9 mile Juke road, Seuled Lead acid haltery, 600 Ah. 30 hom 

esfima.tccl nm time. 
5. Dillinghnm nrea. ravens view, Sealed Lemi acid bntt<:!r)', 600 Ah. 30 hour 

estirnn~cd nin fime. 
6. Dillinghum area, Aleknngik south shore. Sealed Lead acid billl'cry, 600 Ah. JO 

hour cslimalcd run lime. 
7. Dillingham t1rea, Aleknagik. north shore, Settled Lem! acid bnrtery, 600 Ah. 30 

hour estimurcd run !ime. 
8. Munokotuk area, Mnnok.otak heights. Scaled Lead 11cid ba!tcry, 600 Ah. 30 hol11' 

estimated run rJme. 

Network Interface Devices (NIDs) 
Nuslrnga l< Elccl'ric & Telephone Cooperntivc, lnc. has 1713 customers 
with metallic (copper) connections to the Central Office and their NIDs 
are powered from the Central Office. 
Nnshagak Electric & Tclcpbonc Cooperative, Inc. has 3 customexs with 
non-metallic (fiber optic) connections to the Central Office. These 
Facilities are equipped with 100% backup diesel generation systems. 

REDACTED • FOR PUBLIC INSPECTION 



A-P.ilil;Y tOJ~IQ.llt~J[1lffic around damaged facilities: 
Nushngal<. Electric & Telephone Coop<wntivo lac. has built mduncfant facilities between ils 
exchtinges 1111d I or to its connecting company I toll tnnd(~m. This redundant facility is in the 
form of a SONET ring (<w other technology) with alternate physicnl foci Ii ties between N11sha1~ak 
.mcetric & TclcJ>houc Coopcrntivc Inc., AT&T, and GCI, its interconnection to the Public 
Switched Telepholle Network. 

~pabilily to mapage traffic spikes res1.11ting from emergency situations 
Nushngak Electric & Tclcpho11c Coopcrntivc, Ille. has 1716 customers, switching 
capacity of 250,000 simultaneous calls, and transport capacity for 2,016 simultaneous 
calls. Nushngnk Electric & Telephone Cooperative, Inc. takes no responsibility for the 
capabilities of interconnected networks to manage traffic spikes resulting from 
emergency situations, but will continue its best efforts tor its networks during such 
events. 
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November 21, 2013 

Nushagak Electric and Telephone I11c. request to 'f1'ibal Entities concerning 
fund pooling mechanisms for communications service*!. 

Nushagak Electric and Telephone Cooperative Inc. (NE.TC) would like to meet with 
your org-anization discuss planning options for fulftlling ti:ibal communications net!ds 
in yom area. 

NETC would like to meet: with you when it is convenient for you and your 
representatives. 

J f you do not have meeting facilities available NETC will provide a pface for us to 
meet. 

If you have any further questions or require additional information please do not 
hesitate to contact NETC. I can be contacted at 842-6316 or via email at 
mmcgii~!),1rnsbagak.cQQ{2· Additionally, Michael Favo1:s can be contacted at 842-6367 
or via email at mfav<~11u8hagak.c0Qp. 

Sincerely, 

Mike Mcgli 
CEO/GM 
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Nushagak Electric and Telephone Cooperative (NETC) has performed the following items to comply with 

the Federal Communications Commission requirement for Exchange Telephone Carriers (ETCs} to 

engage with Tribal entities to assess their communication needs on Tribal lands. 

NETC mailed letters on November 25, 2013 to the following Tribal Entitles in our service area: 

Alel<nagil< Traditional Council 

Curyung Tribal Council 

Portage Creek VIiiage Council 

Manokot<Jk Village Council 

Ekuk Village Council 

Clarks Point Village Council 

Choggiung and Bristol Bay Native Association were removed from our list. Choggiung informed NETC 

they were not a Tribal Entity on November 26, 2012. During NHC's meeting with Bristol Bay Native 

Association (Bl3NA) on December 4, 2012 it was recommended by BBNA th<lt NHC consult with the 

Individual Tribal Entities in NETC's serving area. 

Aleknagik Traditional Council 

NETC has been working with the Aleknagik Traditional Councfl towards a master easement agreement 

with Aleknagik Natives Limited. The agreement is in legal review at this time and we expect to finalize 

the agreement in 2014. 

Curyung Tribal Council 

Curyung is a recognized tribal entity however NETC has not received any request for services on their 

lands. There are no schools or anchor institutions for NETC to serve on Curyung lands with the 

exception of voice and broadband to their offices located in Dillingham. 

Portage Creek Village Council 

Portage Creek is a village located on the Nushagak Hiver. There is no school, library, etc. The village is 

currently occupied by one year round family and the remainder of the village is utilized seasonally. 

Air traffic or summer boat service is the only access to this village. 

Manokotak Village Council 
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NETC currently provides the copper cable necessary to provide voice and broadband services to the 

Manokotak School and Health Clinic. NHC is currently in the process of constructing the fiber network 

necessary to provide terrestrial middle mile connectivity. 

Air traffic is the only access to this village. 

Ekuk VIiiage Council 

Ekuk VIiiage located near Clarks Point does not have any full time residents with the exception of a 

watchman at the cannery loC<lted near Ekuk. There Is no school, library or health clinic located m Ekuk. 

Air traffic is the only access to this village. 

Clarks Point VIiiage Council 

NETC provides voice services to the Village council office. NETC provides the copper facilities to link the 

village health clinic to the telemedlcine network. The village school was closed in 2012. There Is no 

library In Clarks Point. 

Air traffic is the only access to this village. 
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54.313 Lifeline customers MOU and additional toll charges 

Lifeline subscribers receive the same residential service as a regular subscriber, but at a 
reduced monthly recurring rate. Thus, lifeline subscribers have an unlimited number of local 
calling minutes. As for toll, lifeline subscribers, similar to every Nushagak Electric & Telephone 
Cooperative, Inc. subscriber, are free to choose their own toll usage plans through IXCs that 
serve Nushagak Electric & Telephone Cooperative, Inc. 
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(i) A KT" I CPAB AND BUSINESS CONSULTANTS 

I 

EXECUTIVE SUMMARY 

To assist you in your responsibilities as a member of the Board of Directors, this section 
summarizes the most significant conclusions reached and issues addressed during our audit of 

Nushagak Electric and Telephone Cooperative. Inc. for the year ended December 31, 2013. 

SIGNIFICANT CONCLUSIONS AND ISSUES 

We have completed our audit and issued our report dated March 24, 2014. Based on our worl< 
performed: 

• We rendered an unmodified opinion on the December 31, 2013 financial statements. 

• We have not identified any conditions which we consider to be material weaknesses as 
defined by generally accepted auditing standards. We did, however, identify a 
deficiency in internal control over financial reporting that we consider to be a significant 
deficiency. 

• We have not identified any instances which we consider to be material instances of 
noncompliance with certain provisions of laws, regulations, and contracts. 

• We identified instances of noncompliance with reporting requirements of grant 
agreements during our examination of expenditures of state financial assistance in 
accordance with the State of Alaska Audit Guide and Compliance Supplement for State 
Single Audits. 

• We received the full cooperation of management and staff throughout the organization 
and were kept informed as to developments and plans affecting our audit scope. 

• No restrictions were placed on the scope of our work. 

The following reports include the audited consolidated financial statements and related notes 
with letters required by RUS and for the Alaska State Single Audit. Also included are 
communications for the benefit of those charged with governance, as required by professional 
standards. 
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(i)AKT" CPAS AND BUSINESS CONSULTANTS 

March 24, 2014 

To the Board of Directors 
Nushagak Electric and Telephone Cooperative, Inc. 

Dear Members of the Board: 

We have audited the financial statements of Nushagak Electric and Telephone Cooperative, Inc. (the 
Cooperative) for the year ended December 31, 2013, and have issued our report thereon dated March 
24, 2014. 

Professional standards require that we provide you with information about our responsibilities under 
generally accepted auditing standards and Government Auditing Standards, as well as certain 
information related to the planned scope and timing of our audit. We have communicated such 
information in our letter to you dated October 7, 2013. Professional standards also require that we 
communicate to you the following information related to our audit. 

QUALITATIVE ASPECTS OF ACCOUNTING POLICIES 

Management is responsible for the selection and use of appropriate accounting policies. The 
significant accounting policies used by the Cooperative are described in Note 1 to the December 31, 
2013 financial statements. No new accounting policies were adopted and the applications of existing 
policies were not changed during 2013. We noted no transactions entered into by the Cooperative 
during the year for which there is a lack of authoritative guidance or consensus. All significant 
transactions have been recognized in the financial statements in the proper period. 

Accounting estimates are an integral part of the financial statements prepared by management and are 
based on management's knowledge and experience about past and current events and assumptions 
about future events. Certain accounting estimates are particularly sensitive because of their 
significance to the financial statements and because of the possibility that future events affecting them 
may differ significantly from those expected. Significant accounting estimates reflected in the financial 
statements include; the allowance for doubtful accounts receivable, useful lives of property, plant and 
equipment, and fair value measurements of financial instruments and investments. 

During the year ended December 31, 2013, we are not aware of any significant changes in accounting 
estimates or in management's judgments relating to such estimates. We evaluated the key factors and 
assumptions used in determining that those estimates are reasonable in relation to the financial 
statements taken as a whole. 

Certain financial statement disclosures are particularly sensitive because of their significance to financial 
statement users. The most sensitive disclosures are those related to long term debt, and effects of 
changes in the regulatory environment on the Cooperative. 

The financial statement disclosures are neutral, consistent and clear. 
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DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT 

We encountered no significant difficulties in dealing with management in performing and completing our 
audit. 

CORRECTED AND UNCORRECTED MISSTATEMENTS 

Professional standards require us to accumulate all known and likely misstatements identified during 
the audit, other than those that are trivial, and communicate them to the appropriate level of 
management. Management has corrected all such misstatements. In addition, none of the 
misstatements detected as a result of audit procedures and corrected by management were material , 
either individually or in the aggregate, to the financial statements taken as a whole. 

DISAGREEMENTS WITH MANAGEMENT 

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or 
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial 
statements or the auditor's report. We are pleased to report that no such disagreements arose during 
the course of our audit. 

MANAGEMENT REPRESENTATIONS 

We have requested certain representations from management that are included in the management 
representation letter dated March 24, 2014. 

MANAGEMENT CONSULTATION WITH O THER INDEPENDENT ACCOUNTANTS 

In some cases, management may decide to consult with other accountants about auditing and 
accounting matters, similar to obtaining a "second opinion" in certain situations. If a consultation 
involves application of an accounting principle to the Cooperative's financial statements or a 
determination of the type of auditor's opinion that may be expressed on those statements, our 
professional standards require the consulting accountant to check with us to determine that the 
consultant has all the relevant facts. To our knowledge, there were no such consultations with other 
accountants. 

OTHER AUDIT FINDINGS OR ISSUES 

We generally discuss a variety of matters, including the application of accounting principles and 
auditing standards, with management each year prior to retention as the Cooperative's auditors. 
However, these discussions occurred in the normal course of our professional relationship and our 
responses were not a condition to our retention. 

This information is intended solely for the information and use of the Board of Directors, management, 
and others within the Cooperative and is not intended to be and should not be used by anyone other 
than these specified parties. 

We will be pleased to discuss this report with you further at your convenience. 

:.ll'l(T LLP 

AKT LLP 
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(i)AKT' CPAS AND BUSINESS CONSULTANTS 

INDEPENDENT AUDITORS' REPORT 

To the Board of Directors 
Nushagak Electric and Telephone Cooperative, Inc. 
Dillingham, Alaska 

We have audited the accompanying financial statements of Nushagak Electric and Telephone Cooperative, Inc. 
(the Cooperative), which comprise the balance sheets as of December 31, 2013 and 2012, and the related 
statements of operations and patronage capital, and cash flows for the years then ended. 

Management's Responsiblllty for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 

Auditors' Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our 
audits in accordance with auditing standards generally accepted in the United States of America, and the 
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller 
General of the United States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditors' judgment, including the assessment of the 
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we express no 
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 

Opinion 
In our opinion, the financial statements referred to above present fairly, in all material respects. the financial 
position of Nushagak Electric & Telephone Cooperative, Inc. al December 31, 2013 and 2012, and the results of its 
operations and cash nows for the years then ended in conformity wilh accounting principles generally accepted in 
the United States of America. 

Other Matters 
Report on Supplementary Information 
Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The 
combining divisional statements are presented for purposes of additional analysis and are not a required part of 
the financial statements. Such information is the responsibility of management and was derived from and relates 
directly to the underlying accounting and other records used to prepare the financial statements. The information 
has been subjected to the auditing procedures applied in the audit of the rinancial statements and certain 
additional procedures, including comparing and reconciling such information directly to the underlying accounting 
and other records used to prepare the financial statements or to the financial statements themselves, and other 
additional procedures in accordance with auditing standards generally accepted in the United States of America. 
In our opinion, the information is rairly stated in all material respects in relation to the financial statements as a 
whole. 
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Other Information 
Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The 
accompanying schedule of state financial assistance, as required by the State of Alaska Audit Guide and 
Compliance Supplement for State Single Audits is presented for purposes of additional analysis and is not a 
required part of the financial statements. Such information is the responsibility of management and was derived 
from and relates directly to the underlying accounting and other records used to prepare the financial statements. 
The information has been subjected to the auditing procedures applied in the audit of the financial statements and 
certain additional procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare financial statements or to the financial statements themselves, and 
other additional procedures in accordance with auditing standards generally accepted in the United States of 
America. In our opinion, the information is fairly stated, in all material respects, in relation to the financial 
statements as a whole. 

Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also issued a report dated March 24, 2014, on our 
consideration of Nushagak Electric & Telephone Cooperative, lnc.'s internal control over financial reporting and 
our tests of its compliance with certain provisions of laws. regulations, contracts. and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial reporting 
and compliance and the results of that testing and not to provide an opinion on the internal control over financial 
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government 
Auditing Standards in considering the Cooperative's internal control over financial reporting and compliance . 

..'A. 'l(T LLP 

Salem, Oregon 
March 24, 2014 

REDACTED· FOR PUBLIC INSPECTION 2 



NUSHAGAK ELECTRIC AND TELEPHONE COOPERATIVE, INC. 

Balance Sheets 
December 31, 2013 and 2012 

ASSETS 

Current Assets: 

Cash and cash equivalents 
General 

Construction 

Accounts receivable net of allowance for doubtful 
accounts of $50,716 ($61,837 in 2012) 

Materials and supplies inventory 

Fuel inventory 

Prepaid expenses 

Total Current Assets 

Other Assets: 

Investments in associated organizations 

Deferred charges 

Total Other Assets 

Property, Plant and Equipment 

In service 

Under construction 

Total Property, Plant and Equipment 

Less accumulated depreciation 

Property, Plant and Equipment, net 

Total Assets 

LIABILITIES AND EQUITIES 

Current Liabilities: 

Current maturities of long-term debt 

Line of credit 

Accounts payable 

Consumer deposits 

Other accrued liabilities 

Total Current Liabilities 

Long-Term Debt, net of current maturities 

Total Liabilities 

Equities: 

Patronage capital 

Other equities 

Total Equities 

Total Liabilities and Equities 

See accompanying notes to financial st~EB1AC1f~o _FOR PUBLIC INSPECTION 

2013 2012 

$ 2,985,686 $ 3,597,518 

2,306 2,306 

1,624,824 1,536,142 

464,848 508,506 

3,280,102 3,036,535 

34 594 281429 

8,392,360 8,7091436 

981,442 879,795 

460,265 4801624 

1,441,707 113601419 

30,750,540 30,637,387 

1,412,666 1,293,501 

32,163,206 31,930,888 

23,056,914 22,463,902 

911061292 91466,986 

$ 18,940,359 $ 19,536,841 

$ 279,000 $ 360,237 

2,892,791 2,963,639 

171,153 349,544 

199,725 166,455 

602,661 605,034 

4,145,330 4,444,909 

1,853,016 2,130,686 

5,998,346 6,575,595 

12,878,166 12,901,133 

63,847 60, 113 

12,942,013 12,961,246 

$ 18,940,359 $ 19,536,841 
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NUSHAGAK ELECTRIC AND TELEPHONE COOPERATIVE, INC. 

Statements of Operations and Patronage Capital 

Years Ended December 31, 2013 and 2012 

Operating Revenues: 

Electric 

Local network service 

Network access services 

Cable, net of retransmission fees of $236,955($228,120 in 2012) 

Internet 

Miscellaneous 

Total Operating Revenues 

Operating Expenses: 

Power production 

Distribution 

Plant specific 

Plant non~specific 

Depreciation 

Customer 

Administrative and general 

Cable and internet 

Operating taxes 

Total Operating Expenses 

Operating Margin (Loss) 

Other Income (Expense): 

Patronage allocations 

Interest and dividend income 

Interest expense 

Non-regulated net income 

Net Other Income (Expense) 

Net Margin 

Beginning Patronage Capital 

Patronage Capital Retired 

Other Adjustments 

Ending Patronage Capital 

See accompanying notes to financial st~E~fo _FOR PUBLIC INSPECTION 

$ 

$ 

2013 2012 

8,286,699 $ 8,612,739 

599,877 637,990 

2,739,178 2,855,781 

218,166 222,576 

724,145 502,429 

48,622 47.431 

12,616,687 12,878,946 

6,096,185 6,021,007 

365,547 340,110 

1,098,134 1,131,172 

363,283 363,390 

1,203,397 1,313,996 

293,534 337,551 

2,274,039 2,144,992 

859,168 601 ,766 

74,780 77,738 

12,628,067 12,331,722 

(11,380) 547,224 

152,624 108,070 

4,906 5,673 

(193,820) (216,577) 

50,824 56,690 

14,534 (46,144) 

3,154 501,080 

12,901,133 12,422,535 

(27,046) (23,407) 

925 925 

12,878, 166 $ 12,901,133 
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NUSHAGAK ELECTRIC AND TELEPHONE COOPERATIVE, INC. 

Statements of Cash Flows 
Years Ended December 31 , 2013 and 2012 

Cash Flows from Operating Activities: 

Net margin 

Adjustments to reconcile net margin to net cash 

provided by operating activities: 

Depreciation 

Noncash patronage allocations 

Changes in assets and liabilities: 

Accounts receivable 

Materials and supplies inventory 

Fuel inventory 

Prepaid expenses 

Deferred charges 

Accounts payable 

Consumer deposits 

Other accrued liabilities 

Net Cash Provided by Operating Activities 

Cash Flows from Investing Activities: 

Purchases of plant 

Proceeds from grant reimbursements 

Proceeds from sale of assets 

Patronage dividends received 

Net Cash Used by Investing Activities 

Cash Flows from Financing Activities: 

Net borrowings (payments) on line of credit 

Payments on long-term debt 

Capital credit payments, net 

Refunds of federal communications excise tax 

Net Cash Used by Financing Activities 

Net Increase (Decrease) in Cash and Cash Equivalents 

Cash and Cash Equivalents, beginning 

Cash and Cash Equivalents, ending 

Cash Paid During the Year for Interest, net of amounts capitalized 

See accompanying notes to financial st~EB'~fo . FOR PUBLIC INSPECTION 

2013 2012 

$ - $ 501,080 

- -- -- -- -- -- -- -- - 8 - -- ------- ---
- -- ----- ------- ----- -- -- -_._ _._ 

---- ---- ---- ---
$-------

$ -=--= 
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NUSHAGAK ELECTRIC AND TELEPHONE COOPERATIVE, INC. 

Notes to Financial Statements 
Years Ended December 31, 2013 and 2012 

Note 1 - Summary of Significant Accounting Policies 

Organization 
Nushagak Electric and Telephone Cooperative, Inc. (the Cooperative) was created effective January 1, 2002 with 
the merger of Nushagak Electric Cooperative, Inc. and Nushagak Telephone Cooperative, Inc. The Cooperative is 
an Alaska cooperative corporation providing electric, telecommunications, cable television and internet services 
within and around the Dillingham, Alaska area. 

Basis of Accounting 
The Cooperative's financial statements are prepared on the accrual basis of accounting in conformity with the 
accounting principles generally accepted in the United States of America applicable to regulated enterprises. 

lnterdivisional Transactions 
The operations of the Cooperative are segregated into the electric division. the telephone division, and the cable 
division, for management and external reporting purposes. Each division has transactions with the other divisions 
in the normal course of conducting business. For example, the electric division pays the telephone division for 
telephone service. Because these amounts are not considered material to the financial statements, there have 
been no eliminations for interdivisional revenues and expenses except for interest on interdivision loans. 

Use of Estimates 
The Cooperative uses estimates and assumptions in preparing financial statements in accordance with 
accounting principles generally accepted in the United States of America. Those estimates and assumptions 
affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities, and the 
reported revenues and expenses. 

Regulation 
The electric division of the Cooperative maintains its accounting records in accordance with the Uniform System 
of Accounts prescribed by the Federal Energy Regulatory Commission as modified for electric borrowers of the 
Rural Utilities Service (RUS). The telephone division of the Cooperative maintains its accounting records in 
accordance with the Uniform System of Accounts, as prescribed by the Federal Communications Commission 
(FCC). As a result, the application of accounting principles generally accepted in the United States by the 
Cooperative differs in certain respects from the application by non-regulated entities. Such differences primarily 
concern the time at which certain items enter in the determination of net margin. 

The telephone division of the Cooperative is subject to limited regulation by the FCC and the Regulatory 
Commission of Alaska (RCA) regarding the provision of telecommunication services. The local exchange 
operations are exempt from rate regulation by the RCA. 

The electric division of the Cooperative must comply with applicable regulatory standards related to generation 
and transmission. 

The Cooperative is subject to normal environmental standards imposed by federal, state, and local environmental 
laws and regulations. Environmental expenditures are expensed or capitalized depending on their future 
economic benefit. Liabilities for such expenditures are recorded when it is probable that obligations have been 
incurred and the cost can be reasonably estimated. 

Regulatory and legislative actions, as well as future regulations, could have a significant impact on the Company's 
future operations and financial condition. See Note 1, National Broadband Plan and FCC Order. 

Cash and Cash Equivalents 
For purposes of the statement of cash flows; the Cooperative considers all cash and short-term investments that 
are readily convertible to known amounts of cash and that present an insignificant risk of change in value due to 
changes in interest rates or other factors to be cash equivalents. 

REDACTED· FOR PUBLIC INSPECTION 6 



NUSHAGAK ELECTRIC AND TELEPHONE COOPERATIVE, INC. 
Notes to Financial Statements 
Years Ended December 31, 2013 and 2012 

Note 1 . Summary of Significant Accounting Policies, continued 

Cash and Cash Equivalents, continued 
The Cooperative maintains its cash in bank de osit accounts that are Insured b 
Cor oration FDIC u I limit of $250,000. 

The Cooperative has not oxperienced any losses in such accounts and 
believes IL is not exposed lo any significant credit risk on cash and cash equivalents. 

Accounts Recejyable 
The Cooperative provides an allowance for doubtful accounts that is based on a review of outstanding 
receivables, historical collection information, and existing economic conditions. Receivables from subscribers are 
due 30 days after the issuance of the invoice. Receivables from other exchange carriers are typically outstanding 
from 30 to 60 days berore payment is received. Delinquent accounts are charged to uncollectible expense when 
it is determined that the account will not be collected. Receivables past due more than 90 days are considered 
delinquent. Delinquent receivables are written off based on individual credit evaluation and specific circumstances 
of the customer. 

Investments in Associated Organizations 
Investments in associated organizations are stated at cost. 

Fair Value of Financial Instruments 
The Cooperative's financial instruments, none of which are held for trading purposes, include cash and cash 
equivalents, accounts receivable, accounts payable, and notes payable. The Cooperative estimates that the fair 
value of all of these non-derivative financial instruments at December 31, 2013 and 2012 does not differ materially 
from the aggregate carrying value of its financial instruments recorded in the accompanying balance sheets. 

Fuel. Materials and Supplies lnventorv 
For the electric division, inventory of fuel, antifreeze, lube oil, and materials are recorded at the lower of weighted 
average cost or market. For the telephone division, materials and supplies are stated at average cost. 

Property, Plant and Equipment 
Property, plant, and equipment in service and under construction are stated at cost, including appropriate direct 
and indirect costs associated with construction. Normal maintenance and repairs are charged to operations when 
incurred. Renewals and betterments are capitalized. For regulated and non-regulated assets, the Cooperative 
provides for depreciation on a straight-line basis over the estimated useful lives of the related assets, in 
accordance with rates consistent with industry standards, which range from 5 to 75 years. In accordance with 
composite group depreciation methodology, when a portion of the Cooperative's regulated property, plant, and 
equipment is retired in the ordinary course of business, the gross book value is eliminated from the utility plant 
accounts and such costs, plus removal expenses, less salvage, are charged to accumulated depreciation and no 
gain or loss is recognized. 

Upon retirement, sale, or other disposition of non-regulated property, plant, and equipment, the cost and 
accumulated depreciation are removed from the accounts and the resulting gains or losses are included in 
operations. 

Extraordinary maintenance costs incurred by the electric division of the Cooperative are initially deferred and 
subsequently amortized to operating expenses over periods generally ranging from 18 to 60 months. Utility rates 
are stabilized at levels intended to fund these maintenance costs as they are amortized. 

Contributions in aid of construction for the electric division are credited to the associated cost of construction of 
property units. 

The Cooperative follows the policy of capitalizing interest as a component of the cost of property, plant, and 
equipment constructed for its own use. The Coo erative uses a wei hted-avera e interest rate based on total 

liiiilt. 
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NUSHAGAK ELECTRIC AND TELEPHONE COOPERATIVE, INC. 

Notes to Financial Statements 
Years Ended December 31, 2013 and 2012 

Note 1 - Summary of Significant Accounting Policies, continued 

Revenue Recognition 
The Cooperative's billing for the usage of electricity reflects metered usage through approximately the fifteenth 
day of the month. The Cooperative estimates and records the revenue earned for the usage from the last billing 
through the end of the accounting period. 

The Cooperative's monthly service fees derived from basic and local telephone service, as well as for cable and 
internet service, are billed in advance. Advance billings are recorded as a liability or reduction of receivables and 
subsequently transferred into income in the period earned. Usage sensitive revenues are billed in arrears. 

Network Access Revenues 
Network access revenue is received under a system of access charges. Access charges represent a 
methodology by which local telephone companies, including the Cooperative, charge the long-distance carrier for 
access and interconnection to local facilities. The Cooperative has elected to file access tariffs through the 
National Exchange Carriers Association (NECA) and the Alaska Exchange Carriers Association (AECA). These 
access tariffs are subject to approval by the FCC for interstate charges and the Regulatory Commission of Alaska 
(RCA) for intrastate charges. 

When network access revenues have been received pursuant to the settlement and access agreements above, 
they are then either placed into a common pooling arrangement with other exchange carriers for redistribution or 
kept by the Cooperative. The redistributions are made according to formulas established by the governing boards 
of the pools and are generally based upon expenses incurred and investments maintained. 

The Cooperative participates in various pooling arrangements with NECA and AECA. 

Settlement, access, and pool distribution revenues are recorded when the amounts become determinable. 
Related expenses are recorded when incurred. Subsequent true-ups and retroactive adjustments, which are 
generally allowed for a period of 24 months (NECA pool only) after the close of the related calendar year, are 
recorded in the year in which such adjustments become determinable, based upon studies prepared by outside 
consultants. 

In addition to recoveries from the pools, the Cooperative also receives revenues from the Universal Service High 
Cost Loop Fund (HCL) and other support mechanisms administered by the Universal Service Administrative 
Company (USAC). These universal service support revenues are intended to compensate the Cooperative for 
the high cost of providing service in rural areas. The amount of support received from HCL is based on the 
number of customers served and the cost of providing service in that area being in excess of the national average 
cost per loop, as determined by the FCC. The Cooperative also receives funding from state universal service 
funds. These support revenues are included in the network access revenues in the accompanying financial 
statements. 

National Broadband Plan and FCC Order 
In 2010 the FCC issued the National Broadband Plan which outlined a long-term plan to increase broadband 
penetrations and services throughout the United States of America. The plan further outlined a proposed long­
term phase-out of access charges (referred to as lntercarrier Compensation) and moved to support mechanisms 
based on broadband services rather than the current Universal Service High Cost Loop Fund administered by 
USAC. 
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NUSHAGAK ELECTRIC ANO TELEPHONE COOPERATIVE, INC. 

Notes to Financial Statements 
Years Ended December 31, 2013 and 2012 

Note 1 - Organization and Summary of Significant Accounting Policies, continued 

National Broadband Plan and FCC Order. continued 
In response to the plan , the FCC on October 27, 2011, approved Report and Order 11-161 (the Order), that 
begins the process of reforming the universal service and intercarrier compensation (ICC) systems and adopts 
support for broadband-capable networks as an express universal service principle. The Order further creates the 
Connect America Fund which will ultimately replace all existing high-cost support mechanisms as well as help 
facilitate ICC reforms. 

The key provisions of the order include: 

• Capping the federal universal service fund at current levels 

• Placing limitations on capital and operating spending 

• Establishing local rate benchmarks 

• Capping the per-line support amount for the universal service high cost loop fund at $250 per month 

• Phase out of local switching support and the establishment of the CAF for recovery of investment and 
expenses related to the provision of switching services 

• Reforming the ICC system by adopting a plan to transition from access charges to a bill and keep 
framework. The transition period for rate-of-return carriers such as the Cooperative is approximately 9 years 
from the date of the order. 

• Adoption of a monthly Access Recovery Charge as a transitional recovery mechanism to mitigate the impact 
of reduced intercarrier revenues 

The Order was effective December 29, 2011 and implementation began July 1, 2012. As of the implementation 
date CAF recovery is calculated based on the frozen fiscal year 2011 interstate switched access revenue 
requirement, plus certain 2011 intrastate access revenues, and will decline annually by 5% during the transition 
period. 

As of December 31 , 2013 the Cooperative is transitioning its local rates and is not subject to the $250 per line 
support cap. Furthermore, for the period ended December 31 , 2013 the impacts to the Cooperative related to the 
5% annual decline in switched access revenues have not been significant. 

The overall reform process will take place in phases and will take several years to implement. Furthermore, the 
Order includes a Further Notice of Proposed Rulemaking. The FCC has issued numerous Orders for 
Reconsideration and continues to seek comments on various items. As a result, the ultimate outcome of these 
proceedings and their impact is uncertain at this time. 

Excise Tax Refunds 
Refunds of Federal communication excise taxes resulting from the Cooperative's status as a tax exempt 
cooperative are recorded as a direct increase to members' patronage capital accounts. 

Patronage Capital 
Patronage capital consists of undistributed net margins allocated to individual members and accumulated since 
inception, less distributions to members. Under the bylaws of the Cooperative, the distribution of such patronage 
capital to members of the Cooperative is at the discretion of the Board of Directors, and may be restricted under 
covenants of RUS mortgage notes. 

Other Equities 
Other equities consist of unclaimed distributions of patronage capital credits to members transferred to the 
Cooperative under the laws of the State of Alaska. 

REDACTED - FOR PUBLIC INSPECTION 9 



NUSHAGAK ELECTRIC AND TELEPHONE COOPERATIVE, INC. 

Notes to Financial Statements 
Years Ended December 31, 2013 and 2012 

Note 1 - Summary of Significant Accounting Policies, continued 

Income Taxes 
The Cooperative has been granted an exemption from Federal income taxes under Section 501{c){12) of the 
Internal Revenue Code, except for "unrelated" business income. However, in any year for which greater than 
15% of gross revenue is derived from nonmember services, the Cooperative becomes a taxable cooperative. 
The Cooperative was exempt from income taxes in 2013 and 2012. The Cooperative is also exempt from state 
income taxes as a gross revenue tax on cooperatives overrides the filing of state income tax. 

In years when the Cooperative is taxable, federal income taxes payable by taxable cooperatives are computed 
differently from taxes payable by other corporations, primarily because cooperatives are allowed to deduct 
margins allocated to patrons within 81h months after the end of each taxable year. 

The Cooperative follows accounting standards generally accepted In the United States of America related to the 
recognition of uncertain tax positions. The Cooperative recognizes accrued interest and penalties associated with 
uncertain tax positions as part of the income tax provision, when applicable. There were no amounts accrued in 
the financial statements related to uncertain tax positions in 2013 or 2012. The Cooperative files income tax 
returns in the United States, state and local jurisdictions. With few exceptions, the Cooperative is no longer 
subject to U.S. Federal, state or local tax examination by tax authorities for years before 2009. 

Subsegt1ent Events 
The Cooperative has evaluated subsequent events through March 24, 2014, the date on which the financial 
statements were available to be issued. 

Note 2 - Investments in Associated Organizations 

Investments in associated organizations consisted of the following at December 31 : 

Electric Division 
National Rural Utilities Cooperative 
Finance Corporation (NRUCFC): 

Capital term certificates 
Patronage capital credits 
Membership 

Alaska Rural Electric Cooperative Association (ARECA) 
Insurance Exchange, assigned equity 

Nushagak Telephone Cooperative, Inc. patronage capital credits 

Total Electric Division 

Telephone Division 
Alaska Rural Electric Cooperative Association (ARECA) 

Insurance Exchange, assigned equity 
Rural Telephone Finance Cooperative, patronage capital credits 
CoBank, patronage capital credits 
Nushagak Electric Cooperative, Inc. patronage capital credits 

Total Telephone Division 

Total Investments in Associated Organizations 

REDACTED - FOR PUBLIC INSPECTION 

2013 2012 

$ 

--- ---
--­$-----
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NUSHAGAK ELECTRIC AND TELEPHONE COOPERATIVE, INC. 

Notes to Financial Statements 
Years Ended December 31, 2013 and 2012 

Note 3 - Property, Plant and Equipment 

Listed below are the major classes of property, plant, and equipment in service at December 31, including related 
composite depreciation rates: 

Electric Division 
Land and improvements 

Production plant 
Distribution plant 

General plant 

Telephone Division 
Land and improvements 
General plant and support 

Central office 

Cable and wire facilities 

Cable Division 
Land and improvements 
Building and equipment 

Head end equipment 

Premise equipment 
Internet equipment 

Distribution facilities 

Depreciation 
Percentage 

3.0 to 7.0% 
2.3 to 4.0% 

4.0 to 20.0% 

1.3 to 13.5% 

6.0 to 12.6% 

3.9 to 20.0% 

4.0 to 20.0% 

20.0% 
14.3% 

12.5 to 13.0% 

8.0% 

Total Property, Plant and Equipment in Service 

2013 2012 $ - -- -- -------- ---- -- -- ---- ------ ---- -- -- -- -- ---- ------ ---$---$---
In 2009, the Cooperative was awarded a $4,031,500 grant from the Alaska Energy Authority (AEA), a public 
corporation of the State of Alaska, under the Renewable Energy Fund. The grant funds are to be used for 
feasibility studies, permitting, and engineering costs related to a potential hydropower project. During the year 
ended December 31, 2013, the Cooperative expended $472,600 in grant funds ($741,448 in 2012) bringing 
cumulative expenditures of grant funding to $1,831,626. Reimbursements received for expenditures of state 
grant funds during the year ended December 31, 2013 were $668,547 ($984,178 in 2012), bringing the total 
reimbursements for the grant to $1,809,617. Grant expenditures related to the year ended December 31 , 2013, 
and requested subsequent to year end were $22,009 ($217,956 at December 31, 2012). 

In 2010, the Cooperative was awarded a $125,000 grant from the AEA under the Denali Commission. The grant 
funds are to be used for environmental and feasibility studies, permitting, and conceptual engineering related to a 
potential wind generation project. Project costs totaled $97,686 as of December 31, 2013 ($88,438 as of 
December 31, 2012). Grant expenditures related to the year ended December 31, 2013 and requested 
subsequent to year end were $9,248 (none at December 31, 2012). 

In 2012, the Cooperative was awarded a $1,000,000 grant from the Alaska Department of Commerce, 
Community, and Economic Development, Division of Community and Regional Affairs, The grant funds are to be 
used for the purchase and construction of an 850,000 gallon fuel tank within the Cooperative's existing fuel tank 
farm. During the year ended December 31, 2013, the Cooperative expended $882,489 in grant funds ($117,511 
in 2012) bringing cumulative expenditures of grant funding to $1,000,000. Reimbursements received for 
expenditures of state grant funds during the year ended December 31, 2013 were $1,000,000 (none in 2012). 

REDACTED - FOR PUBLIC INSPECTION 11 



NUSHAGAK ELECTRIC AND TELEPHONE COOPERATIVE, INC. 

Notes to Financial Statements 
Years Ended December 31, 2013 and 2012 

Note 4 - Deferred Charges 

Deferred charges, net of accumulated amortization, relate to the electric division and consist of the following at 
December 31: 

2013 2012 

Deferred Charges 

Overhaul unit no. 11 $ - $ 
Overhaul unit no. 12 - -Overhaul unit no. 13 - -Overhaul unit no. 14 - -Overhaul unit no. 15 = -Air quality permits program -Other --- ---Total Deferred Charges $-----$-----

Included in deferred charges are costs associated with the air quality permits program, major overhauls, studies, 
and inspections. Such costs are originally deferred and subsequently capitalized to resultant construction or 
amortized over five years if construction does not materialize. 

Note 5 - Patronage Capital 

Patronage capital consisted of the following at December 31: 

Beginning balance 
Patronage capital retired 
Excise tax refund 
Assignable net margin 

Total Patronage Capital 

Beginning balance 
Patronage capital retired 

Excise tax refund 
Assignable net margin 

Total Patronage Capital 

2013 

Electric Telephone Cable 
Division Division Division Totals 

$ -. $ -$ - $ -= - I 
- _.I_ - _.I_ ----- ----

$ 
$ _____ $ ___ $ ____ 

2012 

Electric Telephone Cable 
Division Division Division Totals 

$ -$ -$ - $ -- - -• 925 --- --- ---- ---$__...._ $-----$ ---$-
REDACTED - FOR PUBLIC INSPECTION 12 



NUSHAGAK ELECTRIC AND TELEPHONE COOPERATIVE, INC. 
Notes to Financial Statements 
Years Ended December 31, 2013 and 2012 

Note 6 - Other Equities 

Other equities consisted of the following at December 31: 

Electric 
Division 

Patronage estate discount $ -Patronage capital gain 

Donated capital 

Total Other Equities $ 431555 

Electric 
Division 

Patronage estate discount $ -Patronage capital gain 

Donated capital 

Total Other Equities $ 40.443 

REDACTED - FOR PUBLIC INSPECTION 

$ 

$ 

$ 

$ 

2013 

Telephone 
Division Totals 

- $ -- ---- ---20,292 $ 63,847 

2012 

Telephone 
Division Totals 

- $ -- ---- ---19 670 $ 60, 113 
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NUSHAGAK ELECTRIC AND TELEPHONE COOPERATIVE, INC. 

Notes to Financial Statements 
Years Ended December 31, 2013 and 2012 

Note 7 - Long-Term Debt 

Long-term debt consisted of the following at December 31 : 

Electric Division 

Total Electric Division 

Less Current Portion 

Long-Term Debt, net of current maturities 

Telephone Division 

Total Telephone Division 

Less Current Portion 

Long-Term Debt, net of current maturities 

Total Long-Term Debt 

Less Current Portion 

Total Long-Term Debt, net of current maturities 

2013 2012 

$ - $ ---- ·---- -2091000 218,000 

1,513,021 1,721.987 

- --
--- -------- --------- ----- ----- ----$---$---
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NUSHAGAK ELECTRIC AND TELEPHONE COOPERATIVE, INC. 

Notes to Financial Statements 
Years Ended December 31 , 2013 and 2012 

Note 7 - Long-Term Debt, continued 

Future maturities of long-term debt are as follows: 

2014 

2015 

2016 

2017 

2018 

Thereafter 

$ 

Electric 
Division ----------

$ 

Telephone 
Division --------

Totals 

$ ----------$ ___ $ _____ $ ___ 

Note 8 • Pension and Health and Welfare Plans 
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NUSHAGAK ELECTRIC AND TELEPHONE COOPERATIVE, INC. 

Notes t o Financial Statements 
Years Ended December 31, 2013 and 2012 

Note 8 - Pension and Health and Welfare Plans, continued 

In the Plan, a "zone status" determination is not required and therefore, not determined under the Pension 
Protection Act (PPA) of 2006. In addition, the accumulated benefit obligations of plan assets are not determined 
or allocated separately by individual employer. In total, the NRECA RSP was 100 percent funded at January 1, 
2012 based on the PPA funding target and PPA actuarial value of assets on that date. Information for the Plan 
year beginning January 1, 2013 is not available at the time of this audit report. 

Because the provisions of PPA do not apply to the NRECA RSP, funding improvement plans and surcharges are 
not applicable and have not been applied. Future contribution requirements are determined each year as part of 
the actuarial valuation of the NRECA RSP and may change as a result of NRECA RSP experience. There is no 
collective bargaining agreement that affects future contribution requirements. 

The Cooperative participates in multi-employer plans through NRECA that provide all employees with health care 
and other welfare benefits during the employees' working lives. Amounts charged to benefit cost and contributed 
to the health and welfare plan for those benefits totaled $712,917 and $659,283, respectively, for the years ended 
December 31, 2013 and 2012. 

In addition, the Cooperative also participates in a contributory, multi-employer, defined contribution savings ( 401 k) 
plan (the Savings Plan) sponsored by NRECA. This program provides a tax deferral of current employee 
earnings to a future period. All employees meeting the Savings Plan's eligibility requirements are eligible to 
participate if they have completed one month of service, and may contribute up to 25% of their salary. The 
employer does not contribute to this plan. All participants are immediately vested in their contributions. 
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NUSHAGAK ELECTRIC AND TELEPHONE COOPERATIVE, INC. 
Combining Divisional Balance Sheets - 2013 

December 31, 2013 

Electric TeleQhone Cable 

ASSETS 

Current Assets: 

Cash and cash equivalents 

General $ (675,295) $ 3,287,646 $ 373,335 

Construction 218 2,088 

Accounts receivable, net of allowance 

for doubtful accounts of $50,716 1,222,599 345,865 56,360 

Materials and supplies Inventory 315,128 123,043 26,677 

Fuel inventory 3,280,102 

Prepaid expenses 6,856 27,710 28 

Total Current Assets 4,149,608 3,786,352 456,400 

Other Assets: 

Investments in associated organizations 630,071 351 ,371 

Deferred charges 460,265 

Total Other Assets 1,090,336 351 ,371 

Property, Plant and Equipment 

In service 16,003,997 12,859,428 1,887, 115 

Under construction 758,560 631,468 22,638 

Total Property, Plant and Equipment 16,762,557 13,490,896 1,909,753 

Less accumulated depreciation 11,226,519 10,010, 141 1,820,254 

Property, Plant and Equipment. net 5,536,038 3,480,755 89,499 

Total Assets $ 10,775,982 $ 7,618,478 $ 545,899 

REDACTED - FOR PUBLIC INSPECTION 

Eliminations Total 

$ - $ 2,985,686 

2,306 

1,624,824 

464,848 

3,280,102 

34,594 

8,392,360 

981 ,442 

460,265 

1,441 ,707 

30,750,540 

1,412,666 

32,163,206 

23,056,914 

9,106,292 

$ - $ 18,940,359 
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NUSHAGAK ELECTRIC AND TELEPHONE COOPERATIVE, INC. 
Combining Divisional Balance Sheets - 2013 
December 31, 2013 

Electric TeleQhone Cable 

LIABILITIES AND EQUITIES 

Current Liabilities: 

Current maturities of long·term debt $ 209,000 $ 70,000 $ - $ 

Line of credit 

Accounts payable 

Consumer deposits 

Other accrued liabilities 

Total Current Liabilities 

Long-Term Debt, net of current maturities 

Total Liabilities 

Equities: 

Pa'tronage capital 

Other equities 

Total Equities 

Total Liabilit ies and Equities 

2,892,791 

87,407 45,624 38,122 

74,600 125,125 

466,871 135,790 

3,730,669 376,539 38,122 

1,513,021 339,995 

5,243,690 716,534 38,122 

5,488,737 6,881 ,652 507,777 

43,555 20,292 

5,532,292 6,901,944 507,777 

$ 10,775,982 $ 7,618,478 $ 545,899 $ 

REDACTED • FOR PUBLIC INSPECTION 

Eliminations 

- $ 

- $ 

Total 

279,000 

2,892,791 

171,153 

199,725 

602,661 

4,145,330 

1,853,016 

5,998,346 

12,878,166 

63,847 

12,942,013 

18,940,359 
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NUSHAGAK ELECTRIC AND TELEPHONE COOPERATIVE, INC. 

Combining Divisional Statements of Operations and Patronage Capital - 2013 

Year Ended December 31 , 2013 

Operating Revenues: Electric Tele12hone Cable 

Electric $ 8,286,699 $ - $ - $ 

Local network service 599,877 

Network access services 2,739,178 

Cable, net of retransmission fees 

of$236,955 218,166 

Internet 724, 145 

Miscellaneous 20,592 28,030 

Total Operating Revenues 8,286,699 3,359,647 970,341 

Operating Expenses: 

Power production 6,096,185 

Distribution 365,547 

Plant specific 1,098,134 

Plant non-specific 363,283 

Depreciation 398,253 717,646 87,498 

Customer 172,882 120,652 

Administrative and general 1,279,536 994,503 

Cable and internet 859, 168 

Operating taxes 9,154 65,626 

Total Operating Expenses 8,321,557 3,359,844 946,666 

Operating Margin (Loss) (34,858) (197) 23,675 

Other Income (Expense): 

Patronage allocations 68,540 84,084 

Interest and dividend income 4,719 8,459 

Interest expense (169,773) (32,319) 

Non-regulated net income 50,824 

Net Other Income (Expense) (96,514) 111 ,048 

Net Margin (Loss) (131 ,372) 110,851 23,675 

Beginning Patronage Capital 5,629,356 6,787,675 484,102 

Patronage Capital Retired (9,247) (17,799) 

Excise Tax Refund 925 

Ending Patronage Capital $ 5.488,737 $ 6,881,652 $ 507,777 $ 

REDACTED - FOR PUBLIC INSPECTION 

Eliminations Total 

- $ 8,286,699 

599,877 

2,739,178 

218,166 

724,145 

48,622 

12,616,687 

6,096,185 

365,547 

1,098,134 

363,283 

1,203,397 

293,534 

2,274,039 

859, 168 

74,780 

12,628,067 

(11,380) 

152,624 

(8,272) 4,906 

8,272 (193,820) 

50,824 

14,534 

3,154 

12,901 ,133 

(27,046) 

925 

- $ 12,878,166 
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NUSHAGAK ELECTRIC AND TELEPHONE COOPERATIVE, INC. 

Combining Divisional Statements of Cash Flows - 2013 
Year Ended December 31 2013 

Electric Telephone Cable Eliminations Total 

Cash Flows from Operating Activities: 
Net margin (loss) $ - $ - $ -$ - $ -Adjustments to reconcile net margin (loss) 
to net cash provided by operating 

activities: 
Depreciation 

Noncash patronage allocations 
Changes in assets and liabilities: 

Accounts receivable 
Materials and supplies Inventory 

Fuel inventory 
Prepaid expenses 
Deferred charges 

Accounts payable 
Consumer deposits 
Other accrued liabilities 

Net Cash Provided (Used) by 

Operating Activities 

Cash Flows from Investing Activities: 
Purchases of plant 

Proceeds from grant reimbursements 
Patronage dividends received 

Net Cash Used by 

Investing Activities 

Cash Flows from Financing Activities: 
Net borrowings on lines of credit 

Payments on long-term debt 
lnterdivision note receivable 
lnterdivision note payable 

Capital credit payments, net 

Refunds of federal communications 
excise taxes 

Net Cash Provided (Used) by 

Financing Activities 

Net Increase (Decrease) in 

Cash and Cash Equivalents 

Cash and Cash Equivalents, beginning 

Cash and Cash Equivalents, ending 

Cash Paid During the Year for Interest, 

net of amounts capitalized 

• _, I -

-~-., 11 
--~_J--

- --- ---__ ,L ___ 

- ----·-
I 

I • I • ---- ____ I __ _._I -

--- --------------· ---$ ----$-- - ==·!!!!""-----
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NUSHAGAK ELECTRIC AND TELEPHONE COOPERATIVE, INC. 

Schedule of State Financial Assistance 
Year Ended December 31, 2013 

Alaska Energy Authority 

•Lake Elva Hydropower Feasibility, 
Permitting & Final Design 

Dillingham Area Wind/Hydro 
Assessment 

Department of Commerce, 
Community, and Economic 
Development 

• Bulk Fuel Tank for Power Generation 

Total State Financial Assistance 

* Denotes major program 

Basis of Presentation 

Grant 

Number 

Total 

Grant 

Award 

2195419 $ 111111111 $ 

2195480 11111111 

13-DC-455 111111111 

State Expenditures 

Share of to 

Expenditures Date 

11111111 $ 111111111 

- -
11111111 111111111 

The accompanying Schedule of State Financial Assistance includes the grant activity of Nushagak Electric & 
Telephone Cooperative, Inc. and is presented on the accrual basis of accounting. The information is presented in 
accordance with the requirements of the State of Alaska Audit guide and Compliance Supplement for State Single 
Audits. 
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1. 'o O'fn • l [VI : - [I 'i•1 1: 

REPORT ON INTERNAL CONTROL OVER F INANCIAL REPORTING AND ON COMPLIANCE AND 
O THER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS P ERFORMED IN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDARDS 

INDEPENDENT AUDITORS' REPORT 

To the Board of Directors 
Nushagak Electric and Telephone Cooperative, Inc. 
Dillingham, Alaska 

We have audited in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of Nushagak Electric & Telephone 
Cooperative, Inc. (the Cooperative), which comprise the balance sheets as of December 31, 2013 and 2012 and 
the related statements of operations and patronage capital. and cash flows for the years ended, and the related 
notes to the financial statements, and have issued our report thereon dated March 24, 2014. 

INTERNAL CONTROL OVER FINANCIAL REPORTING 

In planning and performing our audits. we considered the Cooperative's internal control over financial reporting 
(internal control) to determine the audit procedures that are appropriate in the circumstances for the purpose of 
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of the Cooperative's internal control. Accordingly, we do not express an opinion on the 
effectiveness of the Cooperative's internal control. 

Our consideration of internal control over financial reporting was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over financial 
reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any 
deficiencies in internal control over financial reporting that we consider to be material weaknesses. as defined 
above. However. we identified certain deficiencies in internal control over financial reporting, as described below, 
to be a significant deficiency in internal control over financial reporting. 

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees. in the normal course of performing their assigned functions. to prevent. or detect and correct 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control such that there is a reasonable possibility that a material misstatement of the entity's financial statements 
will not be prevented, or detected and corrected on a timely basis. 

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than 
a material weakness. yet important enough to merit attention by those charged with governance. We consider the 
deficiencies described in the accompanying schedule of findings and questioned costs to be significant 
deficiencies: 2013-1 and 2013-2. 

COMPLIANCE ANO OTHER MATIERS 

As part of obtaining reasonable assurance about whether the Cooperative's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws. regulations. 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However. providing an opinion on compliance with those provisions 
was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests 
disclosed an instance of noncompliance or other matters which are required to be reported under Government 
Auditing Standards, and which are described in the accompanying schedule of findings and questioned costs as 
item 2013-2. 
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THE COOPERATIVE'S RESPONSE TO FINDINGS 

The Cooperatives response to the findings identified in our audit are described in the accompanying schedule of 
findings and questioned costs. The Cooperative's response was not subjected to the auditing procedures applied 
in the audit of the financial statements and accordingly, we express no opinion on it. 

PURPOSE OF THIS REPORT 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity's internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity's internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose . 

.'A. 'l(T LLP 

Salem, Oregon 
March 24, 2014 
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REPORT ON COMPLIANCE FOR EACH MAJOR STATE PROGRAM AND REPORT ON INTERNAL CONTROL OVER 
COMPLIANCE REQUIRED BY THE STATE OF ALASKA AUDIT GUIDE AND COMPLIANCE SUPPLEMENT FOR STATE 

SINGLE AUDITS 

INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors 
Nushagak Electric and Telephone Cooperative, Inc. 
Dillingham, Alaska 

REPORT ON COMPLIANCE FOR EACH MAJOR STATE PROGRAM 
We have audited Nushagak Electric and Telephone Cooperative's (the Cooperative's) compliance requirements 
described in the State of Alaska Audit Guide and Compliance Supplement for State Single Audits that could have 
a direct and material effect on the Cooperative's major state programs for the year ended December 31, 2013. 
The Cooperative's major state programs are identified in the summary of auditor's results section of the 
accompanying schedule of Alaska financial assistance. 

MANAGEMENT'S RESPONSIBILITY 
Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants 
applicable to Alaska state programs. 

AUDITOR'S RESPONSIBILITY 
Our responsibi lity is to express an opinion on compliance for each of the Cooperative's major state programs 
based on our audit of the types of compliance requirements referred to above. 

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United 
States of America: the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States, and the State of Alaska Audit Guide and Compliance 
Supplement for State Single Audits. Those standards and the State of Alaska Audit Guide and Compliance 
Supplement for State Single Audits require that we plan and perform the audit to obtain reasonable assurance 
about whether noncompliance with the types of compliance requirements referred to above that could have a 
direct and material effect on a major state program occurred. An audit includes examining, on a test basis, 
evidence about the Cooperative's compliance with those requirements and performing such other procedures as 
we considered necessary in the circumstances. 

We believe that our audit provides a reasonable basis for our opinion on compliance for each major state 
program. However our audit does not provide a legal determination of the Cooperative's compliance. 

OPINION ON EACH MAJOR STATE PROGRAM 
In our opinion, the Cooperative complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on each of its major state programs for the year 
ended December 31, 2013. 

OTHER MATTERS 
The results of our auditing procedures disclosed instances of noncompliance, which are required to be reported in 
accordance with the State of Alaska Audit Guide and Compliance Supplement for State Single Audits and which 
are described in the accompanying schedule of findings and questioned costs as items 2013-1 and 2013-2. Our 
opinion on each major state program is not modified with respect to these matters. 

REPORT ON INTERNAL CONTROL OVER COMPLIANCE 
Management of the Cooperative is responsible for establishing and maintaining effective internal control over 
compliance with the requirements of laws, regulations. contracts, and grants applicable to federal programs. In 
planning and performing our audit, we considered the Cooperative's internal control over compliance with the 
requirements that could have a direct and material effect on a major state program to determine the auditing 
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procedures that are appropriate in the circumstances for the purpose of expressing an opinion on compliance for 
each major state program and to test and report on internal control over compliance in accordance with the State 
of Alaska Audit Guide and Compliance Supplement for State Single Audits, but not for the purpose of expressing 
an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on 
the effectiveness of the Cooperative's internal control over compliance. 

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control over compliance that might be 
deficiencies, significant deficiencies, or material weaknesses. We did not identify any deficiencies in internal 
control over compliance that we consider to be material weaknesses. However, material weaknesses may exist 
that have not been identified. 

A deficiency in intornal control over compliance exists when the design or operation of a control over compliance 
does not allow management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, noncompliance with a type of compliance requirement of a state program on a 
timely basis. A material weakness in internal control over compliance is a deficiency, or combination of 
deficiencies, in internal control over compliance, such that there is a reasonable possibility that material 
noncompliance with a type of compliance requirement of a state program will not be prevented, or detected and 
corrected, on a timely basis. 

A significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies in 
internal control over compliance with a type of compliance requirement of a state program that is less severe than 
a material weakness in internal control over compliance, yet important enough to merit attention by those charged 
with governance. We consider the deficiencies in internal control over compliance described in the accompanying 
schedule of findings and questioned costs as items 2013-1 , and 2013-2 to be significant deficiencies. 

The Cooperative's response to the internal control over compliance findings identified in our audit are described in 
the accompanying corrective action plan. The Cooperative's response was not subjected to the auditing 
procedures applied in the audit of compliance and accordingly, we express no opinion on the responses. 

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of 
internal control over compliance and the results of that testing based on the requirements of the State of Alaska 
Guide and Compliance Supplement for State Single Audits. Accordingly, this report is not suitable for any other 
purpose. 

REPORT ON SCHEDULE OF STATE FINANCIAL ASSISTANCE REQUIRED BY THE STATE OF ALASKA AUDIT GUIDE AND 
COMPLIANCE SUPPLEMENT FOR STATE SINGLE AUDITS 
We have audited the financial statements of the Cooperative as of and for the year ended December 31, 2013, 
and have issued our report thereon dated March 24, 2014, which contained an unmodified opinion on those 
financial statements. Our audit was conducted for the purpose of forming an opinion on the financial statements 
as a whole. The accompanying scheduled of state financial assistance is presented for purposes of additional 
analysis as required by the State of Alaska Audit Guide and Compliance Supplement for State Single Audits and 
is not a required part of the financial statements. Such information is the responsibility bf management and was 
derived from and related directly to the underlying accounting and other records used to prepare the financial 
statements. The information has been subjected to the auditing procedures applied in the audit of the financial 
statements and certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the financial statements or the financial statements 
themselves and other additional procedures in accordance with auditing standards generally accepted in the 
United States of America. In our opinion, the schedule of state financial assistances is fairly stated in all material 
respects in relation to the financial statements as a whole . 

.'A'l(T' LLP 

Salem. Oregon 
March 24, 2014 
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NUSHAGAK ELECTRIC AND TELEPHONE COOPERATIVE, INC. 

Schedule of Findings and Questioned Costs 
Year Ended December 31, 2013 

Section 1 - Summary of Auditors' Results 

Financial Statements 

Type of auditors' report issued: 
Internal control over financial reporting: 

Material weakness{ es) identified? 
Significant deficiencies identified not 
considered to be material weaknesses? 

Noncompliance material to financial 
statements noted? 

State Einancja/ Assjstance 

Type of auditors' report issued on compliance 
for major programs: 
Internal control over major programs: 

Material weakness{ es) identified? 
Significant deficiencies identified not 
considered to be material weaknesses? 

Dollar threshold used to distinguish a state major program 

Section 2 - Financial Findings 

Finding 2013-1 Financial Reporting 

Unaualifled 

___ yes _lL no 

X yes no 

___ yes _X_ no 

Ungualified 

___ yes _X_ no 

X yes no 

$75,000 

Criteria Under current auditing standards, the financial statement auditor cannot be considered part 
of the Cooperative's internal control process, which includes drafting of financial statements 
and supporting notes in conformity with accounting principles generally accepted in the 
United States of America. 

Condition Our expertise is required to draft the financial statements and supporting notes in conformity 
with accounting principles generally accopted in the United Stales of America. 

Questioned Costs None noted. 

Context While the accounting staff performs daily bookkeeping duties and prepares accurate monthly 
financial reports for management purposes, they have requested that we draft the financial 
statement and supporting notes in accordance with accounting principles generally accepted 
in the United States of America. 

Effect This is considered a significant deficiency in internal control over financial reporting. 

Cause The Cooperative has determined that it is cost prohibitive to employ an individual with the 
expertise necessary to prepare the financial statements and supporting notes in conformity 
with accounting principles generally accepted in the United States of America. 

Recommendation Management should remain aware of the situation and evaluate it periodically. 

Section 3 - State Award Findings and Questioned Costs 

Finding 2013-1 The significant deficiency in internal control noted above applies to all state award programs. 
There are no questioned costs associated with this finding. 

Finding 2013-2 Deadline for Submission of State Single Audit - All Major Programs 
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NUSHAGAK ELECTRIC AND TELEPHONE COOPERATIVE, INC. 

Schedule of Findings and Questioned Costs 
Year Ended December 31 , 2013 

Criteria 2 AAC 45.010(b) states an entity that expends a cumulative total of $500,000 or more shall 
submit an audit report for the audit period by the earlier of 30 days after the entity receives 
its audit report for the audit period or nine months after the end of the audit period, or a later 
date agreed upon in writing and advance of the date in this section. 

Condition The Cooperative did not submit their audit within 30 days of the issuance of their December 
31 , 2012 audit report. 

Question Costs None noted. 

Context Due to turnover of key staff, the Cooperative was unfamiliar with the single audit submission 
process. 

Effect The Cooperative is not in compliance with 2 AAC 45.010 (b)(1). 

Cause Due to the turnover of the primary contact with AEA, the filing process was not completed 
within the 30 day requirement. 

Recommendation The Cooperative should implement a system to ensure annual reporting is achieved timely. 

Corrective Action Plan 

Financial Statement Findings 

Finding: 

Name of Contact Person: 

Corrective Action: 

2013-1 Financial Reporting 

Mike Megli, CEO 

Management has evaluated the situation and has determined that it is cost 
prohibitive to internally maintain the level of expertise to draft the financial 
statements and supporting notes. and as such will continue to outsource these 
matters to external parties. 

State Award Findings and Questioned Costs 

Finding: 

Name of Contact Person: 

Corrective Action: 

Finding: 

Name of Contact Person: 

2013-1 Financial Reporting 

Mike Megli, CEO 

See above. 

2013-2 Deadline for Submission of State Single Audit 

Michael Favors, Telecom Operations Manager 

Corrective Action: The Cooperative has worked closely with the AEA to ensure reporting is 
completed and submitted timely. 

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

Finding 2012-1 Financial Reporting 

This finding is still unresolved. It is repeated as finding 2013-1 for the year ended December 31, 2013. 

Finding 2012-2 Quarterly Progress and Financial Reports 

This finding has been resolved. Progress reports are submitted when due, even if there is no financial activity 
during the reporting period. 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH ASPECTS OF 
CONTRACTUAL AGREEMENTS AND REGULATORY REQUIREMENTS FOR 

TELECOMMUNICATION BORROWERS 

To the Board of Directors 
Nushagak Electric and Telephone Cooperative, Inc. 
Dillingham, Alaska 

We have audited, in accordance with auditing standards generally accepted in the United States of America and 
the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of Nushagak Electric Telephone Cooperative, 
Inc., (the Cooperative), which comprise the balance sheet as of December 31, 2013, and the related statements 
of operations and patronage capital, and cash flows for the year then ended, and the related notes to the financial 
statements, and have issued our thereon report dated March 24, 2014. In accordance with Government Auditing 
Standards we have also issued our report dated March 24 , 2014, on our consideration of the Cooperative's 
internal control over financial reporting and on our tests of its compliance with certain provisions of laws, 
regulations, contracts and grant agreements and other matters. No reports other than the reports referred to 
above have been furnished to management. 

In connection with our audit, nothing came to our attention that caused us to believe that the Cooperative failed to 
comply with the terms. covenants, provisions. or conditions of their loan, grant, and security instruments as set 
forth in 7 CFR Part 1773, Policy on Audits of Rural Utilities Service Borrowers, §1773.33 and clarified in the RUS 
policy memorandum dated March 24, 2014, insofar as they relate to accounting matters as enumerated below. 
However, our audit was not directed primarily toward obtaining knowledge of noncompliance. Accordingly, had we 
performed additional procedures, other matters may have come to our attention regarding the Cooperative's 
noncompliance with the above-referenced terms, covenants, provisions, or conditions of the contractual 
agreements and regulatory requirements, insofar as they relate to accounting matters. In connection with our 
audit, except as noted below, we noted no matters regarding the Cooperative's accounting and records to indicate 
that the Cooperative did not: 

• Maintain adequate and effective accounting procedures; 

• Utilize adequate and fair methods for accumulating and recording labor, material, and overhead costs, 
and the distribution of these costs to construction, retirement, and maintenance or other expense 
accounts; 

• Reconcile continuing property records to the controlling general ledger plant accounts. The Cooperative's 
subsidiary plant records for central office and cable and wire have not been updated to agree with the 
general ledger. The Cooperative is in the process of updating these records to ensure the balances 
agree to the general ledger going forward; 

• Clear construction accounts and accrue depreciation on completed construction; 

• Record and properly price the retirement of plant; 

• Seek approval of the sale. lease or transfer of capital assets and disposition of proceeds for the sale or 
lease of plant, material, or scrap; 

• Maintain adequate control over materials and supplies; 

Prepare accurate and timely Financial and Operating Reports; 
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• Obtain written RUS approval to enter into any contract for the management, operation, or maintenance of 
the borrower's system if the contract covers all or substantially all of the telecommunication or electric 
system; 

• Disclose material related party transactions in the financial statements, in accordance with requirements 
for related parties in generally accepted accounting principles; 

• Record depreciation in accordance with RUS requirements {See RUS Bulletin 183-1, Depreciation Rates 
and Procedures); 

• Comply with the requirements for the detailed schedule of deferred debits; and 

• Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a 
whole. The detailed schedule of investments required by 7CFR 1773.33{i) is omitted as the Cooperative 
does not have investments in affiliated or subsidiary companies. 

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a whole and 
the detailed schedule of deferred debits and deferred credits required by 7 CFR 1773.33{h), provided below, is 
presented for purpose of additional analysis and is not a required part of the basic financial statements. This 
information has been subjected to the auditing procedures applied in our audit of the basic financial statements 
and, in our opinion. is fairly stated in all material respects in relation to the basic financial statements taken as a 
whole. 

Deferred debits at December 31, 2013 relate to the electric division and consist of the following: 

Overhaul of generator no. 11 
Overhaul of generator no. 12 
Overhaul of generator no. 13 
Overhaul of generator no. 14 
Overhaul of generator no. 15 
Air quality permits program 
Other 

Total deferred charges 

The Cooperative had no deferred credits at December 31, 2013. 

$ 49,008 
26,683 
92,592 
47,303 
61 ,356 

108,355 
74,968 

$..j60_,~ 

This report is intended solely for the information and use of the Board of Directors, management, and the Rural 
Utilities Service and supplemental lenders, and is not intended to be and should not be used by anyone other 
than these specified parties. However, this report is a matter of public record, and its distribution is not limited. 

:A.'l(T .£.£1' 

Salem, Oregon 
March 24, 2014 
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